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BENIN KEY ECONOMIC INDICATORS 


All values in millions of U.S. dollars 


Area: 43,483 sq. mi. 
Agricultural Area: 23,166 sq. mi. 
Population: 3,438,140 (1980) 
Population Growth Rate: 3 percent 


(1979-80) 

INCOME, PRODUCTION, EMPLOYMENT 1979 1980 Percent Change 
Gross domestic product (GDP) 943.4 964.1 
GDP--constant 1975 dols N/A N/A 
Per capita GDP (dols) 228.2 229.7 
Gross fixed investment 197.8 231.6 
Indices (1970 = 100) 

Industrial production N/A N/A 
Average labor productivity N/A N/A 
Labor force (wage earners) 62,900 N/A 
Average unemployment rate 
Apparent consumption 1,104.8 1,204.0 


MONEY AND PRICES 


Money supply 
Interest rates (1980) 
Preferential discount rate, 8 percent 
Basic discount rate, 10.5 percent 
Maximum commercial lending rate, 
15.5 percent 
Certificates of deposit (1980) 
6 months to 1 year 4.25-7.50 
1 year plus 5.25-8.50 
Consumer price index (1970 = 100) 


BALANCE OF PAYMENTS AND TRADE 


Gross international reserves 21.6 15.3 14.0 

External public debt 114.3 163.5 173.0 

Debt service ratio 2.2 ner 3.5 

Balance of payments 
Current account -53.8 -94.4 -109.5 -169.5 
Overall account -.5 -22.9 -12.7 N/A 

Balance of trade -104.8 156.2 -161.5 -239.9 

Exports f.o.b. 169.3 145.8 189.4 169.8 
U.S. share <k22 -583 -797 - 

Imports 274.2 301.9 350.8 409.7 
U.S. share 15.68 23.21 35.35 14.87 


Main imports from United States: Tobacco, cereals, used clothing 
Total U.S. share, 1980: $14.9 million 


Exchange rates, CFA = USS$1: 1977: 245.67; 1978: 225.64; 1979: 212.72; 1980: 211.30; 
August 1981: 300 


N.B. The Beninese Government has a 3-year lag in consolidating key economic statistics. As 
a result, current statistics have been dependent in the past on World Bank and IMF estimates. 
This year, those estimates made in June 1980 appear overly optimistic and have not been used. 
Embassy estimates have been drawn from a wide variety of sources but must be treated with 
caution. They will, however, indicate the direction and approximate magnitude of Benin's 
principal economic trends. 





SUMMARY 


After 4 years of slow but steady growth and a basically healthy 
financial base, the Beninese economy took a sharp turn for the 
worse in 1980-81. The per capita gross national product (GNP) 
growth rate fell from an annual average of 5 percent to 0.4 per- 
cent; the Central Government deficit quintupled between 1979 and 
1981; the debt servicing ratio quadrupled over the past 5 years; 
and the productive sectors of the Beninese economy, with the ex- 
ception of commerce, all did poorly in 1980. 


What is rapidly approaching a crisis is the culmination of gov- 
ernment intervention in market activity, the existence of a large 
and inefficient public sector, and a massive increase in govern- 
ment spending since early 1980. Marxist-Leninist rhetoric and 
official hostility to the West have given the people a scapegoat 
for the stringent economic sanctions that erratically govern 
their lives, but the growing poverty and mismanagement cannot be 
contained indefinitely. Unless government expenditures are 
reined in, corruption and inefficiency eliminated, and the private 
sector enlarged, the troubled downward trend of the economy is 
likely to continue. 


Agriculture is still suffering the effects of the 1977 drought, 
which decimated the production of its principal export crop, oil 
palm. The production of other cash crops fell in 1980, due to 
insufficient producer prices, mismanagement of rural cooperatives, 
a lack of technical assistance, and a rural exodus of the labor 
force. Foodcrops did slightly better, reflecting the Government's 
policy of granting priority to domestically consumed agri-produce. 


Industry and mining both expanded production, though the oils and 
fats industry was still suffering from low palm kernel harvests. 
The beverage industry led the sector with a real growth of 9 per- 
cent in beer sales. Cement production rose slightly, and Benin's 
nationwide capacity for clinker production will be tripled by 1982. 
The petroleum situation has been a special source of optimism for 
the Beninese. By 1983, the offshore Sémé oil field is expected 

to begin extraction at a rate of 5,000 barrels a day, a level that 
considerably exceeds current consumption of imported oil. 


Commercial sales were buoyant, with a rise in official prices pro- 
viding new incentives to the principal commercial enterprises. 
Increasing demand for Beninese consumer goods in Nigeria has re- 
mained a pillar of the economy. Transportation revenues fell 
sharply in 1980-81. 
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U.S. companies will be offered fresh opportunities to contract 
construction projects under the current investment plan but should 
exercise extreme caution in the face of Benin's spotted record on 
commercial deals. U.S. trade with Benin fell in 1980, but demand 
for U.S. goods may rise again as domestic production of certain 
essentials declines. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Central Government Finances 


An imbalance in the overall government budget is projected for 
1981. This is due to a massive increase in investment expendi- 
tures without a concomitant rise in receipts. Total expenditures 
(operational plus investment) are targeted at $444.9 million, 
while total government receipts (fiscal revenue plus grants) are 
unlikely to exceed $202 million, implying a net deficit of over 
$242 million. Such a deficit is unprecedented. The Benin Gov- 
ernment expects to cover most of it through fereign borrowing, 
though such an amount will be difficult as well as expensive to 
procure. Furthermore, the current rate of increase in debt- 
servicing charges threatens to cause solvency problems before the 
end of the decade. 


Operational expenditures for 1981 are divided into 33 categories, 
of which provincial and local government expenses are the biggest. 
These are followed by defense and primary education. Other major 
items are public health and rural development. The extraordi- 
narily high investment outlay forecast for 1981 reflects in part 
the cost of major investment projects currently underway, in- 
cluding the Cotonou Port extension ($50 million), a 40,000 ton 
sugar factory at Savé ($210 million), a 500,000 ton cement plant 
at Onigbolo ($159 million), and the Sémé offshore oil rig ($120 
million). 


Domestic receipts for the operational budget are targeted this 
year at $150 million, of which indirect taxes will provide the 
largest share. In 1980, however, fiscal revenue on average fell 
50 percent short of projected figures, except.for customs duties. 
Customs duties totaled 107 percent of projected figures, which 
has encouraged the Government to increase its rates by Law 81-008 
of March 23, 1981. On the whole, last year's realized receipts 
were insufficient to finance government expenditures as planned. 
This caused the Government to default on some of its financial 
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obligations, in light of which this year's planned expenditures 
are likely to run into serious difficulties. 


Foreign aid data are not readily available, but the projected 
trend is a decline in grants and a rapid growth in foreign bor- 
rowing. 


Monetary Developments 


Benin is a member of the West African Monetary Union, and as such 
must. coordinate foreign currency reserves, the CFA Franc, a com- 
mon interest rate structure, and the transfer of funds with the 
other members. 


After a year of slow growth, net domestic assets grew rapidly 
from $164 million in December 1979 to $245 million at the end of 
fiscal 1980. The expansion in credit to the private sector was 
equally marked and caused the Government to draw down reserves in 
both 1979 and 1980 at. a level four times as high as in previous 
years. Net foreign assets declined from -$20.5 million in Decem- 
ber 1979 to -$26.7 million in December 1980. 


The money base was also expanded in 1980, from $198.3 million in 
December 1979 to $218 million at the end of fiscal 1980. Thus, 
monetary and fiscal policy were consistent last year; both are 
highly expansionary and neither can be afforded. To some extent, 
the rise in credit extensions reflects the increased need of pub- 
lic enterprises to face financial difficulties. 


The official policy of maintaining uniform and low prices for es- 
sential consumer goods by regulating markups and by subsidizing 
selected goods continued in 1980-81, though demands for higher 
producer prices were voiced in many quarters. In late 1980, 
farmgate prices on some cash crops were raised by a small per- 
centage. In spite of the controls, the inflation rate has risen 
rapidly since 1978, to 12 percent in 1980-81. With the growth in 
money supply and no substantial increases in productivity, further 
increases in the inflation rate are likely. 


Foreign Trade and Payments 


Benin's balance of payments deteriorated further in 1980-81, as 
imports increased more rapidly than exports. The disequilibrium 
is more marked when based on official customs statistics than 





when based on macroeconomic data, due to the substantial volume 
of informal, unrecorded exports to Nigeria and other neighboring 
countries. Yet the gap is profound in either case. An estimate 
for 1980 puts the trade deficit at $240 million, or 51 percent of 
external debt. This deficit was covered by official transfers 
and workers' remittances (one-third), and long-term loans (one- 
third), leaving a significant deficit on the overall balance. 

The magnitude of Benin's 1981 balance-of-payments deficit is 
likely to be considerably larger. 


One result of the increasing deficits in trade and domestic fi- 
nances has been mounting international loans and a concurrent 
growth in debt-servicing charges. In 1978, debt-servicing charges 
stood at $3.15 million. By 1980, the figure had almost doubled to 
$5.6 million, and in 1981, it is expected to more than double to 
$12.63 million. While these figures are not worrisome in them- 
selves (the debt-servicing ratio is still under 10 percent), a 
continued growth in the national debt at the current rate could 
lead to solvency problems by the end of the decade. 


Agriculture 


Agriculture continues to be the productive base of the Beninese 
economy: it currently contributes over one-third of annual gross 
domestic product (GDP) and employs 70 percent of the population. 
The major industrial and cash crops are oil palm products, cotton, 
and groundnuts. Less important export crops are sheanuts, 

cashew nuts, castor beans, copra, coffee, and tobacco. Principal 
food crops are cassava, yams, and maize. 


Official policy has been to emphasize food crop production until 
the country is self-sufficient. In point of fact, however, Benin 
is becoming increasingly less self-sufficient in agri-produce. 
Annual output has declined since the mid-1970s, and in 1980-81, 
it took a sharp turn for the worse. A basically agricultural 
country is becoming obliged to import an increasing volume of 
food products while its foreign exchange resources are declining 
and its consumption demand increasing. 


In recent years, oil palm production continued to be depressed as 
a result of the 1977 drought, which was severe enough to affect 
yields for 5 to 6 years. The harvest of palm kernels and the 
production of palm oil were both up in 1980 from the previous 
year but stood at a little over 50 percent of the pre-drought 
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Output levels. Cotton peaked in 1972 at 50,000 tons and has 

Since fallen to around 15,000-20,000 tons. Groundnut and coffee 
fell sharply, while tobacco production remained relatively un- 
changed. The decline in these cash crops is officially attributed 
to poor climatic conditions and unfavorable terms of trade, but 
government meddling and the incompetence of national production 
firms are also responsible. 


Food crop production was slightly better than that of cash crops, 
though they too experienced a downturn in 1980-81. Reports in 
the second quarter of 1981 show that sorghum and yam fell 2.068 
tons and 4,182 tons, respectively, from the same period in 1980 
in the province of Atacora. Maize, millet, and rice production 
have also declined in recent years. 


Fishing and livestock production are presently the subject of 
large-scale government efforts to increase output. While live- 
stock production has done relatively well in recent years, fish- 
ing has steadily declined. The fishing industry has been ham- 
pered for a decade by aging equipment and a lack of technical 
know-how. Hope for improvement comes from Belipéche, a recently 
opened Beninese-Libyan fishing enterprise (51 and 49 percent, 
respectively) which will have a completed fleet by 1986. 


Prices for many agricultural goods have been kept artificially low 
as part of the official policy of making food cheaply available, 
but this policy has caused concomitant production disincentives 
which are prompting the Government to rethink its pricing strate- 
gies. Producer prices of a few products were raised in 1980-81, 
notably coffee, cotton, and palm-kernel. 


The Government is currently making a large-scale effort to remedy 
the failing agricultural situation. Among a number of rural de- 
velopment projects the largest is a $41 million undertaking being 
implemented in the province of Borgou. The project expects to 
increase agricultural yields and promote the exportation of food 
crops on 39,000 farm units. A 1981-82 agricultural campaign is 
also underway, with two principal objectives. The first is to 
double the production of cotton by increasing the amount of land 
cultivated by 20 percent and the amount harvested by 90 percent; 
the second is to fight soil erosion/exhaustion by a more careful 
crop-planting cycle and use of fertilizers. 





Manufacturing 


The industrial sector is strongly dependent on the performance of 
domestic cash crops, and industries processing such crops have 
been severely affected by the crop shortfall since the 1977 
drought. 


The value of production by the manufacturing sector has grown at 
an annual rate of 12 percent in the last few years. In 1980-81, 
the oils and fats industry recovered considerably, with palm oil 
production at 14,368 tons, a considerable improvement over 1979's 
figure of 11,900 tons. The textiles industry had a mixed per- 
formance with SOBETEX (Société Béninoise de Textiles) operating at 
full capacity (20 million meters) and IBETEX (Industrie Béninoise 
de Textiles) suffering so extensively from in-plant management 
problems that plans have been made to close it down. Prospects 
for SOBETEX continue to be bright, as low-cost fabric is imported 
from Southeast Asia and then printed and sold in regional markets 
at lucrative prices. The third major manufacturing branch in 
Benin is the beverage industry, dominated by the Société Nationale 
de Brasserie (La Béninoise), which produces beer and carbonated 
beverages. Domestic demand for beer continues to be high, and in 
January 1981, a new brewery extension opened in Parakou, with a 
capacity of 4 million gallons. The main outlet in Cotonou, with 

a capacity of 11.9 million gallons, has been plagued with machinery 
breakdown and technical incompetence so that 1979-80 output was 
only 57 percent of capacity. In 1980-81, production increased 
further to 66 percent, and the outlook for the future is good. 

The production of carbonated beverages fell from 2.1 million gal- 
lons in 1979-80 to 2 million gallons, again the result of costly 
and inefficient machine maintenance. 


Cement production is dominated by two State enterprises, the SCB 
(Société des Coments du Bénin) and SONACI (Société Nationale des 
Ciments), which opened in 1978. The SCB did well in 1980, raising 
its output by 6 percent to 160,000 MT. SONACI languished at 
124,530 MT, which is 78 percent of plant capacity, and figures for 
the first 6 months of 1981 suggest that the plant is experiencing 
difficulties. The ton price of cement rose by 53 percent in 1980, 
but this is not expected to reduce demand, particularly as Nigeria 
is a growing customer of the Beninese product. 





Mining 


While gold and salt mining exist on the artisan level, mining in 
Benin is rapidly expanding to include marble, phosphate, lime- 
stone, and China clay, all within the next few years. 


Substantial deposits of limestone exist in the Pobé region, where 
the new Onigbolo cement-clinker factory is due to open. The $125 
Million joint Nigerian-Beninese enterprise will have a production 
Capacity of 500,000 MT (megatons) and should be entirely self- 
sufficient. ‘ 


Commercially exploitable deposits of marble in the province of 
the Zou will be mined in the near future by a joint Beninese- 
Libyan venture, BELIMINE. In May 1981, a survey committee began 
exploring prospective gold mines in the Atacora. Known reserves 
are a modest 226 thousand tons, but their extraction is now eco- 
nomically profitable. Phosphate deposits exist in the Borgou, 
but no exploitation is yet underway. Salt is produced on the 
artisan level, with no plans for expansion in the foreseeable 
future. 


Petroleum 


A commercially exploitable petroleum field exists off the Beninese 
coastline, called the Sémé. It is currently being developed by a 
private Norwegian oil firm and expects to begin extraction in 
1983. Total reserves are estimated at 22 million barrels, and 

the rig's production capacity will be 5,000 barrels a day. But 
rumour has it that the Sémé field is contiguous to the Nigerian 
offshore fields and that substantial quantities may have been 
drained away by the time production begins. Furthermore, by the 
time the $120 million project is amortized a substantial amount of 
the gross revenue will have been consumed. Currently, economic 
planning is probably over-optimistic about the field's forthcoming 
contributions to GDP and cost reductions in oil-consuming enter- 
prises. 


Electrical Energy Consumption 


Benin consumed just over 100 million kilowatt hours of electrical 
energy in 1980, 90 percent of which was imported through Togo 
from Ghana's Akosombo hydroelectric power plant. The SBEE (So- 
ciété Béninoise d'Electricité et d'Eau) oversees the generation 
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of the remaining kilowatt hours, in two thermal generating 8 MW 
(megawatt) diesel generators at Cotonou, a 3 MW diesel generator 
at Parakou, and a 0.5 MW generator at Bohicon/Abomey. 


Because the joint agreement with Ghana and Togo limits Benin's 
drawing privileges to a level that it soon expects to reach, the 
SBEE is currently expanding domestic capacity to three or four 
times existing levels. Projects for hydroelectricity production 
are also under study, and five possible sites for dams--besides 
the joint Mono River project with Togo--have been identified. 
Importation of electricity from Nigeria is also being considered. 


The Government's policy of keeping domestic energy prices low by 
subsidizing them out of the operating surpluses of State enter- 
prises has placed severe financial strain on such enterprises. 
Furthermore, since the price of electricity imported from Ghana 
has sharply risen, prices have been kept low at the cost of re- 
ducing the SBEE's profit margin to zero. A similar situation 
exists for hydrocarbon imports, for which world prices have risen 
while domestic prices remained fixed, causing the State petroleum 
enterprise SONACOP to operate at a deficit after 1978. 


Commerce and Transportation 


This sector accounts for 40 percent of GDP (1980) and employs 
almost 40 percent of the labor force. Merchandise sales by the 
principal commercial enterprises rose strongly in the last quarter 
of 1980, after a 3-year period of no growth. Many of these en- 
terprises have a monopoly on the importation and domestic 
distribution of specific goods and, as such, must support gov- 
ernment price policies. It may be that the October 1980 rise in 
official prices on several major commercial items is responsible 
for raising the turnover of these enterprises. A small and de- 
creasing portion of commerce remains in the hands of private 
interests. Buoyant demand for consumer goods by Nigeria was one 
of the most promising economic developments for Benin in 1980. 
Most of the commercial transactions are illicit in order to avoid 
Nigeria trade barriers and currency restrictions. A flourishing 
black-market for Beninese CFA francs exists against the naira, 
which circulates readily despite government efforts to control it. 


Transportation revenues fell in 1980-81. The port of Cotonou has 
traditionally provided access to the sea for landlocked Niger and 
Upper Volta, as well as to the western part of Nigeria. Traffic 
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through Cotonou Port rose from 920,000 tons in 1976 to a peak 
level of 1,502,251 tons in 1979, and then fell sharply in 1980 
to 953,039 tons, and may fall further after Law No. 81.008 of 
May 1981, raising customs taxes, is put into effect. The law is 
intended to raise government revenue at a time when the public 
debt is growing quickly. 


IMPLICATIONS FOR THE UNITED STATES 


The massive increase in investment expenditures forecast for 1981 
reflects both the final stages of the 1977-80 development plan 
and the proliferation of new projects. Both may be of commercial 
interest to U.S. firms. Interested parties should contact the 
Ministry of Foreign Affairs to declare their intent as well as 

to obtain exact information before bidding. The major investment 
projects currently underway include the Cotonou Port extension 
($50 million), a 40,000 ton sugar factory at Savé ($210 million), 
a 500,000 ton cement plant at Onigbolo ($159 million), and the 
sémé offshore oil rig ($120 million). New investment projects 
will be in the form of road extensions, health service infra- 
structure construction, livestock development, water supply, and 
related areas. Also of interest are mining prospects for gold 
and phosphate. Both minerals exist in exploitable quantities, 
and in neither has extraction begun. In early 1981, the Benin 
Government showed renewed interest in commercial exploitation. 


To date, American companies in Benin have been almost exclusively 
limited to highway and bridge construction projects. The low 
level of involvement reflects in part the difficulties involved 
in operating in Benin, particularly where Beninese obligations 
exist. Recently, a U.S. construction firm involved in building 

a bridge complex outside Cotonou found itseif in a dispute over 

a $700,000 claim it had against the Government, which refused to 
pay. International arbitration ruled in favor of the construction 
firm. Financial contacts involving U.S. companies in Benin 
should be backed to a maximum by external funds, and insurance 
must be made against government default (e.g., by OPIC coverage). 
Other hazards encountered in the past have included expropriation 
of private firms, arbitrary commercial codes, freezing of funds, 
and the illegal detention of foreign nationals involved in com- 
mercial disputes. U.S. companies are well-advised, therefore, to 
exercise extreme caution before starting operations in Benin. 


U.S. trade with Benin declined in 1980. U.S. exports (mostly used 
clothing and consumer goods) fell from $15.4 million in 1979 to 
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$14.9 million. U.S. imports from Benin (mostly palm oil products) 
were insignificant for 1980 and first quarter 1981. In 1979, 

they registered at $800,000. In first quarter 1981, however, U.S. 
exports to Benin stood at $4.7 million, compared with $3.1 million 
in first quarter 1980. Areas of interest for the U.S. exporter 
include cereals such as rice and millet, canned goods, capital 
equipment, used clothing, tobacco, and other consumption items. 
Agribusiness and commercial fishing are also potentially lucrative 
areas Of business. Again, extreme caution should be taken when 
engaging in commercial ventures with Benin. 





